Indian Accounting Standard (Ind AS)
108
Operating Segments
Core principle
An entity shall disclose information to enable users of its financial statements to evaluate
the nature and financial effects of the business activities in whichit engages and the
economic environments in which it operates.
Scope
This Accounting Standard shall apply to companies to which Indian Accounting Standards (Ind
ASs) notified under the Companies Act apply.
If an entity that is not required to apply this Ind AS chooses to disclose information about
segments that does not comply with this Ind AS, it shall notdescribe the information as
segment information.
If a financial report contains both the consolidated financial statements of a parent that is
within the scope of this Ind AS as well as the parent’s separate financialstatements, segment
information is required only in the consolidated financialstatements.
What are operating segments?
An operating segment is a component of an entity:
(a) that engages in business activities from which it may earn revenues and incur expenses
(including revenues and expenses relating to transactions with other components of the
same entity),
(b) whose operating results are regularly reviewed by the entity’s chief operating decision
maker to make decisions about resources to be allocated to the segment and assess its
performance, and
(c) for which discrete financial information is available
An operating segment may engage in business activities for which it has yet to earn revenues,
for example, start-up operations may be operating segments before earning revenues.
What shall not be considered to be operating segments?
Not every part of an entity is necessarily an operating segment or part of an operating
segment. For example, a corporate headquarters or some functionaldepartments may not earn
revenues or may earn revenues that are only incidentalto the activities of the entity and would
not be operating segments. For thepurposes of this Ind AS, an entity’s post-employment
benefit plans are notoperating segments.
How to identify an operating segment?
The term ‘chief operating decision maker’ identifies a function, not necessarily a manager with
a specific title. That function is to allocate resources to and assessthe performance of the
operating segments of an entity. Often the chief operatingdecision maker of an entity is its
chief executive officer or chief operating officerbut, for example, it may be a group of
executive directors or others.
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For many entities, the three characteristics of operating segments described above clearly
identify its operating segments. However, an entity mayproduce reports in which its business
activities are presented in a variety of ways.If the chief operating decision maker uses more
than one set of segmentinformation, other factors may identify a single set of components as
constitutingan entity’s operating segments, including the nature of the business activities of
each component, the existence of managers responsible for them, and information presented
to the board of directors.
Generally, an operating segment has a segment manager who is directly accountable to and
maintains regular contact with the chief operating decisionmaker to discuss operating
activities, financial results, forecasts, or plans for thesegment. The term ‘segment manager’
identifies a function, not necessarily amanager with a specific title. The chief operating
decision maker also may be thesegment manager for some operating segments. A single
manager may be thesegment manager for more than one operating segment. If the
characteristics apply to more than one set of components of an organisation but thereis only
one set for which segment managers are held responsible, that set ofcomponents constitutes
the operating segments.
The characteristics in paragraph 5 may apply to two or more overlapping sets of components
for which managers are held responsible. That structure is sometimesreferred to as a matrix
form of organisation. For example, in some entities, somemanagers are responsible for
different product and service lines worldwide,whereas other managers are responsible for
specific geographical areas. The chiefoperating decision maker regularly reviews the operating
results of both sets ofcomponents, and financial information is available for both. In that
situation, theentity shall determine which set of components constitutes the operating
segmentsby reference to the core principle.
1. ABC Ltd. manufactures and sells healthcare products, and food and grocery
products. Three products namely A, B & C are manufactured. Product A is
classified as healthcare product and product B & C are classified as food and
grocery products. Products B & C are similar products. Discrete financial
information is available for each manufacturing locations and for the selling
activity of each product. There are two line managers responsible for
manufacturing activities of products A, B & C. Manager X manages product A and
Manager B manages products B & C. The operating results of health care products
(product A) and food and grocery products (products B & C) are regularly reviewed
by the CODM. Identify reportable segments of ABC Ltd.
Solution
In this situation both the healthcare, and food and grocery product line meet the criteria for
operating segments set out above. Therefore, it is likely that ABC Ltd.’s operating segments
would be classified as being (i) healthcare and (ii) food and grocery segments
2. X Ltd. is engaged in the manufacture and sale of two distinct type of products A
& B. X Ltd. supplies the product in the domestic market in India as well as in
Singapore. There are two regional managers responsible for manufacturing
activities of product A & B worldwide and also two other managers responsible for
different geographical areas. For internal reporting purposes, X Ltd. provides
information product-wise and as per the geographical location of the company. The
CODM regularly reviews the operating results of both sets of components. How
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should X Ltd. identify its operating segments?
Solution
In this situation, both the geographical sales areas and product areas may meet the criteria
for operating segment. However, in such situation, it is more difficult to determine clearly
which set of components should be identified as the entity’s operating segments. In such
situation the entity should determine which set of components constitutes the operating
segments by reference to the core principle. The core principle is that the entity should
disclose information to enable users of its financial statements to evaluate the nature and
financial effects of the business activities in which it engages and the economic environments
in which it operates. The entity should also assess whether the identified operating segments
could realistically represent the level at which the CODMis assessing performance and
allocating resources.
Therefore, X Ltd. should consider all the above factors and apply judgement to determine
which component should be disclosed as operating segment
Reportable segments
An entity shall report separately information about each operating segment that:
(a) has been identified in accordance with above or results from aggregating two or more of
those segments, and
(b) exceeds the quantitative thresholds.
Aggregation criteria
Operating segments often exhibit similar long-term financial performance

if they have

similar economic characteristics.

For example, similar long-term averagegross
margins for two operating segments would be expected if their economiccharacteristics were
similar. Two or more operating segments may be aggregatedinto a single operating segment if
aggregation is consistent with the core principleof this Ind AS, the segments have similar
economic characteristics, and thesegments are similar in each of the following respects:
(a) the nature of the products and services;
(b) the nature of the production processes;
(c) the type or class of customer for their products and services;
(d) the methods used to distribute their products or provide their services; and
(e) if applicable, the nature of the regulatory environment, for example, banking, insurance or
public utilities.
3. X Ltd. is engaged in the business of manufacturing and selling papers. Varieties of
paper like adhesive paper, anti- rust paper, antique paper, art paper etc., are
manufactured and sold by X Ltd. Should X Ltd. classify these papers into
different segments?
Solution
Two or more operating segments may be aggregated into a single operating segment if the
segments have similar economic characteristics, and the segments are similar with respect to
various factors like nature of the product and production process, type of customers, method
of distribution and regulatory requirement.
In case of X Ltd., so far as varieties of paper concerned, if all factors such as nature of the
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product and production process, type of customers, method of distribution and regulatory
requirement are common, there is no need to create different segments for each type of
paper.
Quantitative thresholds
An entity shall report separately information about an operating segment that meets any of
the following quantitative thresholds:
Its reported revenue, including both sales to external customers and intersegment sales
or transfers, is 10 per cent or more of the combined revenue, internal and external, of all
operating segments
The absolute amount of its reported profit or loss is 10 per cent or more of the greater, in
absolute amount, of
•the combined reported profit of all operating segments that did not report a loss and
•the combined reported loss of all operating segments that reported a loss.
Its assets are 10 per cent or more of the combined assets of all operating segments
Operating segments that do not meet any of the quantitative thresholds may be considered
reportable, and separately disclosed, if management believes thatinformation about the
segment would be useful to users of the financialstatements.
An entity may combine information about operating segments that do not meet the
quantitative thresholds with information about other operating segments thatdo not meet the
quantitative thresholds to produce a reportable segment only if theoperating segments have
similar economic characteristics and share a majority ofthe aggregation criteria
If the total external revenue reported by operating segments constitutes less than 75 per
cent of the entity’s revenue, additional operating segments shall be identified as reportable
segments (even if they do not meet the criteria above) until at least 75 per cent of the
entity’s revenue is included in reportable segments
Information about other business activities and operating segments that are not reportable
shall be combined and disclosed in an ‘all other segments’ categoryseparately from other
reconciling items in the reconciliations. The sources of the revenue included in the ‘all other
segments’category shall be described.

management judgesthat an operating segment identified as a reportablesegment
in the immediately preceding period is of continuing significance,information about
that segment shall continue to be reported separately in thecurrent
periodeven if it no longer meets the criteria for reportability.
If an operating segment is identified as a reportable segment in the current
period in accordance with the quantitative thresholds, segment data for a
prior periodpresented for comparative purposes shall berestated to reflect the
newlyreportable segment as a separate segment, even if that segment did not satisfy
If
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thecriteria for reportability in the prior period, unless the necessaryinformation is not
available and the cost to develop it would be excessive.
There may be a practical limit to the number of reportable segments that an entity separately
discloses beyond which segment information may become too detailed.Although no precise
limit has been determined, as the number of segments thatare reportable in accordance
withincreases above ten, the entity should consider whether a practical limit has been
reached.
4. X Ltd. has identified the following business components.
Segment
Revenue (`)
Profit (`)
Assets (`)
External
Internal
Pharma
97,00,000
Nil
20,00,000
55,00,000
FMCG
Nil
400,000
250,000
25,00,000
Ayurveda
300,000
Nil
200,000
400,000
Others
800,000
41,00,000
550,000
600,000
Total for the entity
108,00,000
45,00,000
30,00,000
90,00,000
Which of the segments would be reportable as per the criteria prescribed in Ind AS108?
Solution
Quantitative thresholds are calculated below:
Segments
Pharma
FMCG
Ayurveda
Others
% segment sales to total sales
63.40
2.61
1.96
32.03
% segment profit to total profits
66.67
8.33
6.67
18.33
% segment assets to total assets
61.11
27.78
4.44
6.67
Segment Pharma would separately reportable since they meet all three size criteria, though
any one criteria is required. FMCG segment does not satisfy the revenue and profit test but
does satisfy the asset test. So it would be separately reportable. Ayurveda segment does not
meet any threshold. It may not be classified as reportable segment.
5. X Ltd. has identified 4 operating segments for which revenue data is given below:
External Sale (`) Internal Sale (`)
Total (`)
Segment A
30,00,000
Nil
30,00,000
Segment B
6,50,000
Nil
6,50,000
Segment C
8,50,000
1,00,000
9,50,000
Segment D
5,00,000
49,00,000
54,00,000
Total Sales
50,00,000
50,00,000
1,00,00,000
Additional information:
Segment C is a new business unit and management expect this segment to make a
significant contribution to external revenue in coming years. Which of the segments would
be reportable under the criteria identified in Ind AS 108?
Answer
Threshold amount is `10,00,000 (`1,00,00,000 × 10%).
SegmentA exceeds the quantitative threshold (`30,00,000 > `10,00,000) and hence
reportable segment.
Segment D exceeds the quantitative threshold (`54,00,000 > `10,00,000) and hence
reportable segment.
Segment B & C do not meet the quantitative threshold amount and may not be classified as
reportable segment.
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However, the total external revenue generated by these two segments A & D represent only
70% (`35,000/50,000 x 100) of the entity’s total external revenue. If the total external
revenue reported by operating segments constitutes less than 75% of the entity total
external revenue, additional operating segments should be identified as reportable
segmentsUntilat least 75% of the revenue is included in reportable segments.
In case of X Ltd., it is given that Segment C is a new business unit and management expect
this segment to make a significant contribution to external revenue in coming years. In
accordance with the requirement of Ind AS 108, X Ltd. designates this start-up segment C as
a reportable segment, making the total external revenue attributable to reportable segments
87% (`43,50,000/ 50,00,000 x 100) of total entity revenues
6. Following are the details of various segments of an enterprise.
(all figures are in Rs. Lakhs)
A B C
D
E
F
G
H
I
J
K
L
External Sales 100 170 220
400 200 210 500 200 210 260 260
120
Transfer to other
Segments
0
30 30
100 0
40
200 20
0
60
0
0
Total Turnover 100 200 250
500 200 250 700 220 210 320 260
120
Result
10 15 30
40
(10)
(60) 50
(3)
15
11
15
5
Assets
120 130 500
600 120 110 700 200 200
500 250
100
Segment A has to be reported as per management discretion.
In previous year segments B, C, D, G and J qualified the 10% threshold limit test.
You are required to identify the reportable segments for current year.
Answer
Reportable Segments as per revenue
Total Revenue = 3330
10% of total revenue = 333
Thus, reportable segments = D, G
Total of all Profit-making segments = 191
Total of all loss-making segments = 73
Whichever is higher = 191
10% of higher = 19.1
Thus, reportable segments = C, D, F and G
Total Assets = 3530
10% of total assets = 35.3
Reportable segments = C,D,G and J
Reportable as per management discretion = A
Reportable for qualifying previous year threshold limit = B,C,D,G and J
Thus, overall reportable segments = A, B, C, D, F, G and J
Total external sale of segments = 2850
Total external sale of reportable segments = 1860
%age = 1860 / 2850 = 65%
Thus further segments are required to be reported
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7. P Ltd. Identifies the following as its segments and the respective contribution as a
% of sales is given below. Identify reportable segments
Name of the Segment
% of Total Segmental Sales
1
22%
2
15%
3
6%
4
20%
5
15%
6
5%
7
9%
10
8%
Answer
Reportable Segments = 1, 2, 4 and 5
Total of Reportable segments = 72%
Thus, further segments are required to be reported
Disclosure
An entity shall disclose information to enable users of its financial statements to evaluate
the nature and financial effects of the business activities in whichit engages and the
economic environments in which it operates.
To give effect to the principle in paragraph 20, an entity shall disclose the following for each
period for which a statement of profit and loss is presented:
(a)
general information as described below;
(b)
information about reported segment profit or loss, including specified revenues and
expenses included in reported segment profit or loss, segmentassets, segment
liabilities and the basis of measurement; and
(c)
reconciliations of the totals of segment revenues, reported segment profit or loss,
segment assets, segment liabilities and other material segment items tocorresponding
entity amounts.
Reconciliations of the amounts in the balance sheet for reportable segments to the amounts in
the entity’s balance sheet are required for each date at which a balancesheet is presented.
Information for prior periods shall be restated.
General information
An entity shall disclose the following general information:
(a)
factors used to identify the entity’s reportable segments, including the basis of
organisation (for example, whether management has chosen to organize the entity
around differences in products and services, geographical areas,regulatory
environments, or a combination of factors and whether operatingsegments have been
aggregated) ;
(b)
the judgements made by management in applying the aggregation criteria. This includes
a brief description of the operatingsegments that have been aggregated in this way and
the economicindicators that have been assessed in determining that the aggregated
operating segments share similar economic characteristics; and
(c)
types of products and services from which each reportable segment derives its
revenues.
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Information about profit or loss, assets and liabilities
An entity shall report a measure of profit or loss for each reportable segment. An entity shall
report a measure of total assets and liabilities for each reportablesegment if such amounts
are regularly provided to the chief operating decisionmaker. An entity shall also disclose the
following about each reportable segmentif the specified amounts are included in the measure
of segment profit or lossreviewed by the chief operating decision maker, or are otherwise
regularlyprovided to the chief operating decision maker, even if not included in that measure
of segment profit or loss:
(a)
revenues from external customers;
(b)
revenues from transactions with other operating segments of the sameentity;
(c)
interest revenue;
(d)
interest expense;
(e)
depreciation and amortisation;
(f)
material items of income and expense disclosed in accordance withInd AS 1,
Presentation of Financial Statements;
(g)
the entity’s interest in the profit or loss of associates and joint ventures accounted for
by the equity method;
(h)
income tax expense or income; and
(i)
material non-cash items other than depreciation and amortisation.
An entity shall report interest revenue separately from interest expense for each reportable
segment unless a majority of the segment’s revenues are from interestand the chief operating
decision maker relies primarily on net interest revenue toassess the performance of the
segment and make decisions about resources to beallocated to the segment. In that situation,
an entity may report that segment’sinterest revenue net of its interest expense and disclose
that it has done so.
An entity shall disclose the following about each reportable segment if the specified amounts
are included in the measure of segment assets reviewed by the chief operating decision maker
or are otherwise regularly provided to the chiefoperating decision maker, even if not included
in the measure of segment assets:
(a) the amount of investment in associates and joint ventures accounted for by the equity
method, and
(b) the amounts of additions to non-current assets1 other than financial instruments,
deferred tax assets, net defined benefit assets (see Ind AS 19,Employee Benefits) and rights
arising under insurance contracts.
Measurement
The amount of each segment item reported shall be the measure reported to the chief
operating decision maker for the purposes of making decisions aboutallocating resources to
the segment and assessing its performance. Adjustmentsand eliminations made in preparing an
entity’s financial statements andallocations of revenues, expenses, and gains or losses shall be
included indetermining reported segment profit or loss only if they are included in the
measure of the segment’s profit or loss that is used by the chief operating decision maker.
Similarly, only those assets and liabilities that are included in the measuresof the segment’s
assets and segment’s liabilities that are used by the chiefoperating decision maker shall be
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reported for that segment. If amounts areallocated to reported segment profit or loss, assets
or liabilities, those amountsshall be allocated on a reasonable basis.
If the chief operating decision maker uses only one measure of an operating segment’s profit
or loss, the segment’s assets or the segment’s liabilities inassessing segment performance and
deciding how to allocate resources, segmentprofit or loss, assets and liabilities shall be
reported at those measures. If the chiefoperating decision maker uses more than one measure
of an operating segment’sprofit or loss, the segment’s assets or the segment’s liabilities, the
reported
measures shall be those that management believes are determined in accordancewith the
measurement principles most consistent with those used in measuring thecorresponding
amounts in the entity’s financial statements.
An entity shall provide an explanation of the measurements of segment profit or loss, segment
assets and segment liabilities for each reportable segment. At aminimum, an entity shall
disclose the following:
(a) the basis of accounting for any transactions between reportable segments.
(b) the nature of any differences between the measurements of the reportable segments’
profits or losses and the entity’s profit or loss before income taxexpense or income and
discontinued operations (if not apparent from thereconciliations). Those differences could
includeaccounting policies and policies for allocation of centrally incurred coststhat are
necessary for an understanding of the reported segment information.
(c) the nature of any differences between the measurements of the reportable segments’
assets and the entity’s assets (if not apparent from thereconciliations). Those differences
could includeaccounting policies and policies for allocation of jointly used assets that
arenecessary for an understanding of the reported segment information.
(d) the nature of any differences between the measurements of the reportable segments’
liabilities and the entity’s liabilities (if not apparent from the reconciliations). Those
differences could includeaccounting policies and policies for allocation of jointly utilised
liabilitiesthat are necessary for an understanding of the reported segment information.
(e) the nature of any changes from prior periods in the measurement methods used to
determine reported segment profit or loss and the effect, if any, ofthose changes on the
measure of segment profit or loss.
(f) the nature and effect of any asymmetrical allocations to reportable segments.
For example, an entity might allocate depreciation expense to a segment without allocating the
related depreciable assets to that segment.
Reconciliations
An entity shall provide reconciliations of all of the following:
(a) the total of the reportable segments’ revenues to the entity’s revenue.
(b) the total of the reportable segments’ measures of profit or loss to the entity’s profit or
loss before tax expense (tax income) and discontinuedoperations. However, if an entity
allocates to reportable segments itemssuch as tax expense (tax income), the entity may
reconcile the total of thesegments’ measures of profit or loss to the entity’s profit or loss
after those items.
(c) the total of the reportable segments’ assets to the entity’s assets if the segment assets
are reported
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(d) the total of the reportable segments’ liabilities to the entity’s liabilities if segment
liabilities are reported
(e) the total of the reportable segments’ amounts for every other material item of
information disclosed to the corresponding amount for the entity.
All material reconciling items shall be separately identified and described. Forexample, the
amount of each material adjustment needed to reconcile reportablesegment profit or loss to
the entity’s profit or loss arising from differentaccounting policies shall be separately
identified and described.
The following illustrate reconciliations of reportable segment revenues, profit or loss, assets
and liabilities to the entity’s corresponding amounts.
Reconciliations also are required to be shown forevery other material item of information
disclosed. The entity’s financial statements are assumed not to include discontinued
operations. The entity recognizes and measures pension expense of its reportable segments on
the basis of cash payments to the pension plan, and it does not allocate certain items to its
reportable segments.
Reconciliation of reportable segment revenues, profit or loss, assets and liabilities
Revenues
`
Total revenues for reportable segments
39,000
Other revenues
1,000
Elimination of intersegment revenues
(4,500)
Entity’s revenues
35,500
Profit or Loss
Total profit or loss for reportable segments
Other profit or loss
Elimination of intersegment profits
Unallocated amounts:
Litigation settlement received
Other corporate expenses
Adjustment topension expense in consolidation
Income before income tax expense

3,970
100
(500)
500
(750)
(250)
3,070

Assets
Total assets for reportable segments
Other assets
Elimination of receivable from corporate headquarters
Other unallocated amounts
Entity’s assets

79,000
2,000
(1,000)
1,500
81,500

Liabilities
Total liabilities for reportable segments
Unallocated defined benefit pension liabilities
Entity’s liabilities

43,850
25,000
68,850
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Other material items
Interest revenue
Interest expenses
Net interest revenue
(finance segment only)
Expenditure for assets
Depreciation and amortisation
Impairment of assets

Reportable
Segment totals
3750
2750
1000

Adjustments

Entity totals

75
(50)
-

3825
2700
1000

2900
2950
200

1000
-

3900
2950
200

Restatement of previously reported information
If an entity changes the structure of its internal organisation in a manner that causes the
composition of its reportable segments to change, the correspondinginformation for earlier
periods, including interim periods, shall be restated unlessthe information is not available and
the cost to develop it would be excessive. Thedetermination of whether the information is not
available and the cost to developit would be excessive shall be made for each individual item of
disclosure.
Following a change in the composition of its reportable segments, an entity shall disclose
whether it has restated the corresponding items of segment informationfor earlier periods.
If an entity has changed the structure of its internal organisation in a manner that causes the
composition of its reportable segments to change and if segmentinformation for earlier
periods, including interim periods, is not restated to reflectthe change, the entity shall
disclose in the year in which the change occurssegment information for the current period on
both the old basis and the new basisof segmentation, unless the necessary information is not
available and the cost todevelop it would be excessive.
Entity-wide disclosures
Some entities’ business activities are not organised on the basis of differences in related
products and services ordifferences in geographical areas of operations. Such an entity’s
reportablesegments may report revenues from a broad range of essentially different products
and services, or more than one of its reportable segments may provide essentially the same
products and services. Similarly, an entity’s reportable segments mayhold assets in different
geographical areas and report revenues from customers indifferent geographical areas, or
more than one of its reportable segments mayoperate in the same geographical area.
Information required shall be provided only if it is not provided as part of the reportable
segmentinformation required by this Ind AS.
Information about products and services
An entity shall report the revenues from external customers for each product andservice, or
each group of similar products and services, unless the necessaryinformation is not available
and the cost to develop it would be excessive, inwhich case that fact shall be disclosed. The
amounts of revenues reported shall be based on the financial information used to produce the
entity’s financialstatements.
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Information about geographical areas
An entity shall report the following geographical information, unless thenecessary information
is not available and the cost to develop it would beexcessive:
(a) revenues from external customers
(i) attributed to the entity’s country ofdomicile and
(ii) attributed to all foreign countries in total from which theentity derives revenues. If
revenues from external customers attributed toan individual foreign country are
material, those revenues shall bedisclosed separately. An entity shall disclose the basis
for attributingrevenues from external customers to individual countries.
(b) non-current assets2 other than financial instruments, deferred tax assets,postemployment benefit assets, and rights arising under insurancecontracts
(i) located in the entity’s country of domicile and
(ii) located inall foreign countries in total in which the entity holds assets. If assets in
anindividual foreign country are material, those assets shall be disclosedseparately.
The amounts reported shall be based on the financial information that is used toproduce the
entity’s financial statements. If the necessary information is notavailable and the cost to
develop it would be excessive, that fact shall be disclosed.An entity may provide, in addition to
the information required by this paragraph,subtotals of geographical information about groups
of countries.
Information about major customers
An entity shall provide information about the extent of its reliance on its majorcustomers. If
revenues from transactions with a single external customer amountto 10 per cent or more of
an entity’s revenues, the entity shall disclose that fact,the total amount of revenues from
each such customer, and the identity of thesegment or segments reporting the revenues. The
entity need not disclose theidentity of a major customer or the amount of revenues that each
segment reportsfrom that customer. For the purposes of this Ind AS, a group of entities
known toa reporting entity to be under common control shall be considered a singlecustomer.
However, judgement is required to assess whether a government(including government
agencies and similar bodies whether local, national orinternational) and entities known to the
reporting entity to be under the control of that government are considered a single customer.
In assessing this, the reportingentity shall consider the extent of economic integration
between those entities
8. X Ltd. is operating in coating industry. Its business segment comprise coating and
others consisting of chemicals, polymers and related activities. Certain information
for financial year 20X1-20X2 is given below:
(` in lakhs)
Segments
External
Tax
Other operating Result
Asset
liabilities
sale
income
Coating
200,000
5000
40,000
10,000
50,000
30,000
Others
70,000
3000
15,000
4,000
30,000
10,000
Additional information:
1. Unallocated revenue net of expenses is `30,00,00,000
2. Interest and bank charges is `20,00,00,000
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3. Income tax expenses is `20,00,00,000 (current tax `19,50,00,000 and deferred tax
`50,00,000)
4. Investments `1,00,00,00,000 and unallocated assets `1,00,00,00,000.
5. Unallocated liabilities, Reserve & surplus and share capital are `2,00,00,00,000,
`3,00,00,00,000 & `1,00,00,00,000 respectively.
6. Depreciation amounts for coating & others are `10,00,00,000 and `3,00,00,000
respectively.
7. Capital expenditure for coating and others are `50,00,00,000 and `20,00,00,000
respectively.
8. Revenue from outside India is `3,00,00,00,000 and segment asset outside India
`1,00,00,00,000.
Based on the above information, how X Ltd. would disclose information about reportable
segment revenue, profit or loss, assets and liabilities for financial year 20X1-20X2?
Answer
Segment information
(A)Informationabout operating segment
(1) the company’s operating segments comprise:
Coatings: consisting of decorative, automotive, industrial paints and related activities. Others:
consisting of chemicals, polymers and related activities.
(2)Segment revenues,resultsandotherinformation.
(`in Lakhs)
Revenue
Coatings
Others
Total
External sales (gross)
200,000
70,000
270,000
Tax
(5000)
(3000)
(8,000)
External sales (net)
195,000
67,000
262,000
Other operating income
40,000
15,000
55,000
Total Revenue
235,000
82,000
317,000
Results
Segment results
10,000
4,000
14,000
Unallocated income (net of unallocated expenses)
3,000
Profit from operation before interest, taxation and
17,000
exceptional items
Interest and bank charges
(2,000)
Profit before exceptional items
15,000
Exceptional items
Nil
Profit before taxation
15,000
Income Taxes-Current taxes
1950
Deferred taxes
50
Profit after taxation
13,000
OtherInformation
(a)AssetsSegment Assets
50,000
30,000
80,000
Investments
10,000
Unallocated assets
10,000
TotalAssets
100,000
(b) Liabilities/Shareholder’s funds
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Segment liabilities
Unallocated liabilities
Share capital
Reserves and surplus
Total liabilities/shareholder’s funds
(c) Others Capital Expenditure
Depreciation

30,000

10,000

5,000
1,000

40,000
20,000
10,000
30,000
100,000
2000
300

Geographical Information (`in lakhs)
India (`)
Outside India (`)
Total (`)
Revenue
287,000
30,000
317,000
Segment assets
70,000
10,000
80,000
Capital expenditure
7,000
7,000
Notes:
(i) The operating segments have been identified in line with the Ind AS 108, taking into
account the nature of product, organisation structure, economic environment and internal
reporting system.
(ii) Segment revenue, results, assets and liabilities include the respective amounts identifiable
to each of the segments. Unallocable assets include unallocable fixed assets and other current
assets.Unallocable liabilities include unallocable current liabilities and net deferred tax
liability.
(iii) Corresponding figures for previous year have not been provided. However, in practical
Scenariothe corresponding figures would need to be given.
9. A Company has an inter-segment transfer pricing policy of charging at cost less 5%.
The market prices are generally 20% above cost. Is the policy adopted by the
company correct?
Ind AS 108 ‘Segment Reporting’ requires that inter-segment transfers should be measuredon
the basis that the enterprise actually used to price these transfers. The basis of pricing intersegment transfers and any change therein should be disclosed in the financial statements.
Hence, the enterprise can have its own policy for pricing inter-segment transfers and hence,
inter-segment transfers may be based on cost, below cost or market price. However, whichever
policy is followed, the same should be disclosed and applied consistently. Therefore, in the given
case inter-segment transfer pricing policy adopted by the company is correct if followed
consistently.

Scope

Determination
of Segments

Ind AS 108
Ind AS 108 is applicable to companies
which are covered under Ind AS in
accordance with the Companies Act,
2013 and related rules
Segments are identified based on how
the financial information is regularly
reviewed by the CODM
.

108.14-Operating
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AS 17
AS 17 is applicable to non-SMCs.

AS 17 requires an entity to
identify two types of segmentsbusiness and geographical, using a
risk and rewards approach

Measurement

Aggregation
criteria
Entity wide
disclosures

• Same measurement basis as used by
CODM-reconciliation
to
financial
statements needed.
• Terms such as segment assets,
Segment revenue, segment asset and
segment liability are not defined.

•
Measurement
basis
in
conformity
with
financial
statements.
• Segment revenue, segment
expense, segment result, segment
asset and segment liability have
been defined.
Ind AS 108 requires an entity to No specific guidance under AS 17
aggregate
segments
with
similar
economic characteristics
Entity
wide
disclosures
regarding Disclosures required based on
information about products and services, classification of segments as
information about geographical areas, primary or secondary
information about major customersare
required- this would equally apply to
entities having a single reportable
segment
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